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SCHOOL DISTRICT

State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

SUMMARY OF STATE LEGAL COMPLIANCE CONCLUSIONS:

State Code Section and Title:

Surety Bonds:

Section 37-6-15 - Board Members
Section 37-9-27 — Superintendent
Section 37-9-31 — Principals

Section 37-39-21 - Purchasing Agents

Purchasing:

Section 31-7-13 — Purchasing

Section 73-13-45 - Architect/Engineer
Section 31-3-15 - Cert. of Responsibility
Section 31-5-51- Bonds

Financial Statements:
Section 37-9-18 - Monthly Financials
Section 37-61-21(2) - Year-End Financials

School Depositories and Securities to be Deposited:

Section 37-7-333
Section 27-105-305/315

Education Enhancement Funds:
Section 37-61-33(2) - Building and Buses

Compliance Results:

YES
YES
YES
YES

YES
YES
YES
YES

YES
YES

YES
YES

YES

NO
NO
NO
NO

NO
NO
NO
NO

NO
NO

NO
NO

NO

N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A

N/A
N/A

N/A
N/A

N/A

As Revised 07/14

W/P Ref.
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As Revised 07/14
SCHOOL DISTRICT

State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

Compliance Results:

W/P Ref.
Section 37-61-33(3)(a)(iii) - Classroom Supplies YES NO N/A

Sixteenth Section Funds:

Section 29-3-113 - Principal Funds YES NO N/A
Section 29-3-119 - Shared Funds YES NO N/A
Section 29-3-121 - Children’s List YES NO N/A
Section 29-3-111 - Interest Funds YES NO N/A
Section 29-3-57 - Lease termination YES NO N/A
Section 29-3-115 - Expenditures - Interest Funds YES NO N/A
Section 29-3-117 - Transfers YES NO N/A
Section 29-3-47 - Forestry Escrow Funds YES NO N/A
Section 29-3-131 - Expenditures YES NO N/A

Unemployment Compensation Fund Balance:
Section 71-5-359 YES NO N/A

Limitations on Ad Valorem Taxes:

Section 37-57-1 - Tax levy and collection YES NO N/A

Section 37-57-104(105) - Tax Request / Preparation YES NO N/A

Section 37-57-107 - Limitation (Escrow Calculation) YES NO N/A

Section 37-57-108( 27-39-333) - Shortfall Calculation YES NO N/A
Budgeting:

Section 37-61-19 - Budget Preparation YES NO N/A

Section 37-61-9(4) - Administrative Limitation YES NO N/A
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SCHOOL DISTRICT
State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

Compliance Results:

Investments:
Section 37-59-43 YES NO N/A
Section 29-3-113 - Sixteenth Section Principal Funds YES NO N/A

Revenue Anticipation Notes:
Section 37-59-37 YES NO N/A

Appropriate Coding at the Function Level for Expenditures:
Section 37-9-18 YES NO N/A

Public Employees’ Retirement System:

Section 25-11-127 YES NO N/A
Other Tests:

YES NO N/A

YES NO N/A

YES NO N/A

YES NO N/A

YES NO N/A

As Revised 07/14

W/P Ref.
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SCHOOL DISTRICT
State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

As Revised 07/14

Initial & W/P Ref.

SURETY BONDS
A. Prepare a schedule of surety bonds.
B. Section 37-6-15. (Board Members) and Section 25-1-19. (Recording)
1. Determine that bonds are at least $50,000.
NOTE: See explanation for G. (1).
C. Section 37-9-27. (Superintendent)
1. Determine that bond is $100,000.
NOTE: See explanation for G. (1).
NOTE: If the superintendent is also the purchasing agent, see
section G. (2).
D. Section 37-9-31. (Principals)
1. All school principals and attendance center principals are bonded in the
amount of $50,000. (Effective 7-1-2009)
NOTE: See explanation for G. (1).
NOTE: If a principal is also a purchasing agent, see section G. (2).
E. Section 37-39-21. (Purchasing Agent(s))
1. Bond is set in the amount of $50,000.
NOTE: See explanation for G. (3)
F.  Prepare compliance overview working paper.
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As Revised 07/14

SCHOOL DISTRICT
State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

SURETY BONDS - Cont'd

G.

The following guidance is based on the Attorney General's Opinion to Harold C. Middleton dated
April 26, 1996:

1.

Individual bonds are required for board members, superintendents and purchasing agents since the statutes
requiring such bonding refers to "a" bond. See Section 25-1-15(1) for form for individual bonds for board
members and superintendents and Section 25-1-15(2) for form for individual bonds for purchasing agents.
Since the statute applicable to principals refers to "bonds," principals are not required to have individual
bonds. Such positions may be covered by a blanket bond so long as the blanket bond(s) complies with the
requirements of Section 25-1-15(4) wherein each position and the requisite amount of coverage for each
position is listed.

If an individual is serving in more than one position for which bonding is required, the individual must be
bonded for each position and the total coverage must equal the combined bonding requirements for the
positions in which employed. For example, a superintendent also serving as a purchasing agent would be
required to be bonded for $100,000 as a superintendent and for another $50,000 as a purchasing agent.
Also, if a principal is serving as a purchasing agent, the same requirements apply. Normally, this happens
with decentralized activity funds.

§ 37-39-1 (b) defines a “purchasing agent” as follows: "Purchasing agent" shall mean the superintendent, or
other individual or individuals designated by the school board or by the school boards acting jointly as its
agent or agents to negotiate and make private contract or to purchase. Therefore, the auditor should
ensure that all purchasing agents are designated by the school board through the minutes or board policy by
position.

CONCLUSION

We have performed procedures to sufficiently achieve the audit objectives for the examination of the legal
compliance requirements for surety bonds, and the results of these procedures are adequately presented in the
accompanying working papers.

Section 37-6-15 - Board Members YES NO N/A

Section 37-9-27 - Superintendent YES NO N/A

Section 37-9-31 - Principals YES NO N/A

Section 37-39-21 - Purchasing Agents YES NO N/A
REMARKS
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As Revised 07/14
SCHOOL DISTRICT

State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

Initial & W/P Ref.

PURCHASING

Sections 31-7-13, 73-13-45, 31-3-15, 31-5-51

A.

Select a sample of purchase orders with total prices between $5,001 and
$50,000. (There are different rules for ARRA funds.)

Determine that at least two competitive written bids were received or it was
purchased from a state contract or it was priced at or below the state
contract amount for an identical commodity or it was purchased

based on competitive bid procedures established by the levying authority.

Note: Bids may be submitted by facsimile, electronic mail and require
a signature unless submitted by electronic transmission and is not required

by the governing authority.

Select a sample of purchase orders, each totaling more than $50,000.

Determine that the district properly advertised for competitive sealed bids and it
was purchased based on competitive bid procedures established by the

governing authority or it was purchased from a state contract or it was priced at or
below the state contract amount for an identical commodity or it was

purchased based on competitive bid procedures established by the

levying authority or another school district within the county.

NOTE: The amounts shown in A and C would be considered exclusive of
freight and shipping charges. Freight and shipping charges would be
considered when selecting the lowest and best bid.

NOTE: The appropriate state contract or express product list (by ITS) should
be reviewed to ensure compliance with the contract for B and D above.

Determine that the lowest and best bid was accepted and if a bid other than
the lowest bid was accepted, appropriate justification for this selection is documented in
the board minutes.
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As Revised 07/14
SCHOOL DISTRICT
State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

Initial & W/P Ref.

PURCHASING — Cont'd

F. If the bid accepted was for construction, and:
1. ensure that if the amount exceeded $25,000, ensure that: § 31-5-51 was met

a. A performance bond payable to the school district for the work to be done,
and

b. A payment bond payable to the school district but conditioned
for prompt payment of all persons supplying labor and
material used for the amount of the contract, or

¢. A cash bond has been deposited with the State Treasurer in
lieu of bonds.

2. if the amount exceeded $75,000,
a. A licensed professional architect or engineer was retained, § 73-13-45 and

b. The contractor holds a certificate of responsibility. § 31-3-15

G. Determine that adequate documentation exists for:

1. Emergency purchases.
2. One-source only purchases.
3. Repairs to equipment where bids were not received.

NOTE: Replacement of complete assemblies, such as engines and
transmissions, would be subject to bid requirements. If the district is
charged a "core” charge, ensure that they get credit for the deposit "core”
charge.

NOTE: Emergency purchases §31-7-13(k) If the governing authority, or the governing authority acting
through its designee, shall determine that an emergency exists in regard to the purchase of any
commodities or repair contracts, so that the delay incident to giving opportunity for competitive
bidding would be detrimental to the interest of the governing authority, then the provisions herein for
competitive bidding shall not apply and any officer or agent of such governing authority having general
or special authority therefore in making such purchase or repair shall approve the bill presented
therefore, and he shall certify in writing thereon from whom such purchase was made, or with whom
such a repair contract was made. At the board meeting next following the emergency purchase or
repair contract, documentation of the purchase or repair contract, including a description of the
commodity purchased, the price thereof and the nature of the emergency shall be presented to the
board and shall be placed on the minutes of the board of such governing authority.
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As Revised 07/14

SCHOOL DISTRICT
State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

PURCHASING — Cont'd

NOTE: Noncompetitive items available from one (1) source only. §31-7-13 (m)(viii) In connection with
the purchase of noncompetitive items only available from one (1) source, a certification of the
conditions and circumstances requiring the purchase shall be filed by the governing authority with the
board of the governing authority. Upon receipt of that certification, the board of the governing
authority may, in writing, authorize the purchase, which authority shall be noted on the minutes of the
board at the next regular meeting thereafter.

Initial & W/P Ref.

H. Determine that lease-purchase contracts were made pursuant to the
same bid requirements as for the purchase of such equipment or
furniture.

L. Determine that funding for such lease-purchase contracts, if not
obtained from the vendor, was obtained pursuant to the requirements of
Section 31-7-13 (e) and such contracts do not exceed five (5) years.

J. Prepare compliance overview working paper.
NOTE: Transactions selected as part of other tests, i.e., internal control,

substantive, etc., can also be used for purchasing law test procedures.
Additional items should be selected based on the auditor’s judgment.

CONCLUSION

We have performed procedures to sufficiently achieve the audit objectives for the examination of the legal
compliance requirements for purchasing, and the results are adequately presented in the accompanying working

papers.
Section 31-7-13 YES NO N/A
Section 73-13-45 YES NO N/A
Section 31-3-15 YES NO N/A
Section 31-5-51 YES NO N/A
REMARKS
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SCHOOL DISTRICT
State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

As Revised 07/14

Initial & W/P Ref.

FINANCIAL STATEMENTS

Sections 37-9-18

Determine by observation or inquiry that the superintendent has

A furnished to the school board a financial statement of receipts and
disbursements, by funds, on or before the last working day of the
following month covering the prior month.
Sections 37-61-21(2)

B Determine if the district had the year-end financial statements available

) for audit on or before October 15, 2014.

NOTE: §37-61-21 (2) On or before the fifteenth day of October of each year,
the local school board of each school district with the assistance of the
school district superintendent, shall prepare and file with the State
Department of Education year-end financial statements and any other
budgetary information that the State Board of Education may require. The
State Board of Education shall prescribe and provide forms to each school
district for this purpose. No additional changes may be made to the financial
statements after October 15 of each year.

C. Prepare compliance overview working paper.
CONCLUSION
We have performed procedures to sufficiently achieve the audit objectives for the
examination of the legal compliance requirements for financial statements, and the
results are adequately presented in the accompanying working papers.
Section 37-9-18 YES NO N/A
Section 37-61-21(2) YES NO N/A

REMARKS
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SCHOOL DISTRICT
State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

As Revised 07/14

Initial & W/P Ref.

SCHOOL DEPOSITORIES AND SECURITIES TO BE DEPOSITED

Section 37-7-333.

A.

Determine that the school district has advertised for bids for all of its depositories.

NOTE: The school board may advertise and accept bids for depositories once
every three (3) years when the board determines that it can obtain a more
favorable rate of interest and less administrative processing.

Determine if a bank submitted a bid, which if accepted, would have resulted in a
contract in which a member of the school board had a direct or indirect interest. If
such a bid was received, the school board should have not opened or considered any
bids received. The superintendent of schools should have submitted the matter to the
State Treasurer, who has the authority to solicit bids, select a depository or
depositories, make all decisions and take any action within the authority of the school
board under this section relating to the selection of a depository or depositories.

Ensure that the funds of the district are not deposited in banking institutions not chosen
in the bid selection process.

Sections 27-105-5, 27-105-305 and 27-105-315.

1. Determine that the selected depositories are covered by the
Federal Deposit Insurance Corporation (FDIC) or the Federal
Savings & Loan Insurance Corporation (FSLIC).

2. Ensure that the amount on the State Treasurer’s report by banking institution is
sufficient to collateralize the remaining school district’s bank balances.

3. Determine that the school district personnel has reviewed the state treasurer’s
report summarizing the collateralization of district funds to ensure proper
reporting of each bank balance on deposit for all of the school district accounts.
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As Revised 07/14

SCHOOL DISTRICT
State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

NOTE: §27-105-5. (6) Public depositors shall comply with the following requirements:

(a) A public depositor shall ensure that the name of the public depositor and its tax identification
number are on the account or certificate provided to the public depositor by the qualified public
depository in a manner sufficient to disclose the identity of the public depositor;

(b) Not later than thirty (30) days following its fiscal year end, a public depositor shall notify the State
Treasurer of its official name, address, federal tax identification number, and provide a listing of all
accounts that it had with qualified public depositories, including the deposit balance in those accounts,
as of its fiscal year end. A public entity established during the year shall furnish its official name,
address and federal tax identification number to the State Treasurer before making any public deposit.

Initial and W/P Ref.

SCHOOL DEPOSITORIES AND SECURITIES TO BE DEPOSITED — Cont’d

Section 37-7-333.

Ensure the district has on file the Collateral Security Agreements with the State N/A
Treasurer’s Office. (The district is only required to enter the agreement once.)

NOTE: Public entities are required to enter into a Collateral Security
Agreement with the State Treasurer acting as the signatory to affect the
intent of Section 27- 105-5. Op.Atty.Gen. No. 2003-0694, Ross, February 28,
2003.

Prepare compliance overview working paper.

CONCLUSION

We have performed procedures to sufficiently achieve the audit objectives for the examination of the legal
compliance requirements for school depositories and securities to be deposited, and the results are adequately
presented in the accompanying working papers.

Section 37-7-333 YES NO N/A
Section 27-105-305 YES NO N/A
Section 27-105-5 YES NO N/A

R12



As Revised 07/14

SCHOOL DISTRICT
State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

REMARKS

NOTE: Any uncollateralized cash balances are disclosed in the GASB 40 Cash and Investment Note to the
Financial Statements.
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As Revised 07/14

SCHOOL DISTRICT
State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

Initial & W/P Ref.

EDUCATION ENHANCEMENT FUNDS

Section 37-61-33.

A. Buildings and Buses Fund. Section 37-61-33(2).

Determine that the district has used the funds for the purchasing or repairing
of school buildings and related facilities, or as a pledge to pay all or a portion
of the debt service on debt issued under Sections 37-59-1 through 37-59-45,
37-59-101 through 37-59-115, 37-7-351 through 37-7-359, 37-41-89
through 37-41-99; 37-7-301, 37-7-302 and 37-41-81 or as otherwise allowed
by law (e.g., sixteenth section principal loans).

Audits performed on School Districts with classroom supply funds carried over
and procurement cards issued must complete all steps in both Sections B and C.
If no carryforward amounts, then only section C would be applicable.

B. Classroom Supplies and Instructional Materials Fund.
Section 37-61-33(3)(a)(iii). The audit steps in this section are applicable to
school districts with classroom supply funds carried over at the beginning
of the fiscal year.
CARRYFORWARD FROM PREVIOUS YEAR(S):
1. Select a sample of purchases from Fund 2440 Classroom Supplies and
Instructional Materials Fund.

2. Determine that the school district used the funds for the
acquisition of classroom supplies, instructional materials and/or
equipment, including computers and computer software.
These funds should not be spent for administrative purposes.

3. Determine that the district allocated funds equally among all classroom
teachers. The term “teacher” shall mean any employee of the school
district who is required by law to obtain a teacher’s license from the
State Board of Education and is assigned to an instructional area of
work, but shall NOT include a federally funded teacher.

4. Per the State Board Policy regarding Enhancement Funds, information
on each teacher’s allocation, expenditures and balances are to be
maintained. At a minimum, each school principal shall maintain a listing
of all teachers, the amount allocated to each teacher, the carry forward
amount for each teacher, a copy of each spending plan and a copy of all
requisitions or purchase requests submitted by the teachers. Verify that
the local schools have a system set in place to comply with
this requirement.

5. Determine that carryforward balances are maintained until drawn to zero.
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As Revised 07/14
SCHOOL DISTRICT

State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

Initial & W/P Ref.

EDUCATION ENHANCEMENT FUNDS — Cont'd

Section 37-9-18(3) states - "When conducting an audit of a public school district the Auditor
shall test to insure that the school district is complying with the requirements of Section 37-
61-33(3)(a)(iii) relating to classroom supply funds. The audit must include a report of all
classroom supply funds carried over from previous years. Based upon the audit report, the
State Auditor shall compile a report on the compliance or noncompliance by all school districts
with the requirements of Section 37-61-33(3)(a)(iii), which report must be submitted to the
Chairmen of the Education and Appropriations Committees of the House of Representatives
and Senate.”

C. Classroom Supplies and Instructional Materials Fund.
Section 37-61-33(3)(a)(iii)._The audit steps in this section are applicable to
school districts that issued procurement cards to teachers and other
support personnel for making instructional supply fund expenditures.
ISSUING PROCUREMENT CARDS:

1. Determine that the school district authorized the issuance of procurement
cards to eligible teachers, meaning any employee of the school
district who is required by law to obtain a teacher’s license from the
State Board of Education and is assigned to an instructional area of
work, but shall NOT include a federally funded teacher.

2. Determine that the school district maintains a roster that shows by card
account number the teacher who received the card.

3. Determine that the school district has on file a Teacher Cardholder
Agreement signed by each eligible teacher.

4. Determine that the school district has possession of procurement cards issued
to teachers who have terminated employment with the school district during
the fiscal year.

D. Prepare compliance overview working papers.
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As Revised 07/14

SCHOOL DISTRICT
State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

Conclusion

We have performed procedures to sufficiently achieve the audit objectives for the examination of the legal
compliance requirements for the Education Enhancement Funds, and the results are adequately presented in the
accompanying working papers.

Section 37-61-33(2) - Building and Buses YES NO N/A

Section 37-61-33(3)(a)(iii) - Classroom Supplies YES NO N/A

REMARKS
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SCHOOL DISTRICT

State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

As Revised 07/14

Initial & W/P Ref.

A.

SIXTEENTH SECTION FUNDS

Sixteenth Section Principal Funds. Section 29-3-113.

1.

Determine that revenues received from the following sources are deposited

in the principal funds.

a. Easements & R.O.W.'s

b. Sale of lieu land

c. Permanent damages

d. Sale of nonrenewable resources

e. Sale of certain buildings

Determine that all principal fund cash balances were invested.
Determine that borrowed principal funds are board approved and
for the purpose of:

a. Constructing buildings

b.  Repairing buildings

¢.  Equipping buildings

d.  Purchase of school buses

Determine that the loan is subject to at least 4% interest.

Determine that repayment does not exceed the statutory time limit of
twenty years for building purpose loans and ten years for the
purchase of school buses.

Determine that the annual principal and interest payments are paid.

Determine that no sixteenth section interest funds are transferred
to governmental funds after the annual payment date until the
payment is made on such loan.
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As Revised 07/14

SCHOOL DISTRICT
State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

Initial & W/P Ref.

SIXTEENTH SECTION FUNDS — Cont'd

8. It has been the opinion of the Attorney General’s Office that
Section 29-3-119 applies to sixteenth section principal funds
therefore the auditor should perform the following:

Revenues and Expenditure from Shared Townships

a. Section 29-3-119. In cases where a township (not a ‘section”)
is occupied by two or more school districts, determine that
nonexpendable revenues have been shared with/from the other
districts.

b. Section 29-3-119. Determine that these shared revenues are
divided according to applicable percentages derived from the
appropriate list of children.

C. Section 29-3-121. Determine that each school district
superintendent completes a list of children and the
list is filed with the county superintendent by December 31
of each year.

B. Sixteenth Section Interest Funds.

1. Section 29-3-111. Determine that revenues received from the
following sources are deposited in the interest or principal funds.

a. Rents and leases
b. Interest on loans and investments
C. Sale of timber
2. Section 29-3-57. Determine that lease payments that are in default in excess of

sixty days are terminated or that the board of education found extenuating
circumstances present.

R 18



SCHOOL DISTRICT

State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

As Revised 07/14

Initial and W/P Ref.

SIXTEENTH SECTION FUNDS — Cont’d

3.

Expenditures.

a. Section 29-3-115. Determine that expenditures are for legal
purposes.

b. Section 29-3-117. Determine that transfers to the
maintenance or building fund are approved by the board.

C. Section 29-3-131. Determine that the expenses incurred by
the board for the performance of its duties concerning
sixteenth section lands are paid from the proper sixteenth
section fund.

Revenues and Expenditure from Shared Townships

a. Section 29-3-119. In cases where a township (not a ‘section’)
is occupied by two or more school districts, determine that
expendable revenues have been shared with/from the other
districts.

b. Section 29-3-119. Determine that these shared revenues are
divided according to applicable percentages derived from the
appropriate list of children.

C. Section 29-3-121. Determine that each school district
superintendent completes a list of children and the
list is filed with the county superintendent by December 31
of each year.

Forestry Escrow Funds. Section 29-3-47.

1.

Determine that at least 15% of the sale of forest products are
credited to the fund.

Determine that expenditures are supported by itemized invoices and
are forestry related.

Determine that excess funds (other than interest earned) transferred to the

governmental funds are approved by the forestry commission.

Determine if disclosure is needed in the notes to the financial statements.

Prepare compliance overview working papers.
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As Revised 07/14
SCHOOL DISTRICT

State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

SIXTEENTH SECTION FUNDS - Cont'd

CONCLUSION

We have performed procedures to sufficiently achieve the audit objectives for the examination of the legal
compliance requirements for the sixteenth section funds, and the results are adequately presented in the
accompanying working papers.

Section 29-3-113 - Principal Funds YES NO N/A
Section 29-3-119 - Shared Funds YES NO N/A
Section 29-3-121 - Children’s List YES NO N/A
Section 29-3-111 - Interest Funds YES NO N/A
Section 29-3-57 — Lease termination YES NO N/A
Section 29-3-115 - Expenditures - Interest Funds YES NO N/A
Section 29-3-117 — Transfers YES NO N/A
Section 29-3-47 - Forestry Escrow Funds YES NO N/A
Section 29-3-131 — Expenditures YES NO N/A
REMARKS
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As Revised 07/14

SCHOOL DISTRICT
State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

Initial & W/P Ref.

UNEMPLOYMENT COMPENSATION FUND BALANCE

Section 71-5-359

A Using client copies of W-2 forms, calculate applicable wages (for calendar year
2013).

Do not include excess above $6,000, elected officials or part time salaries.
NOTE: In-lieu of using the W-2 forms, reasonable tests may be
performed.

B. Compute 1% of applicable wages and compare to the cash and investment
balance of Fund 2820 at June 30, 2014.

C. Determine if disclosure is needed in the notes to the financial
statements.
D. Prepare compliance overview working paper.
CONCLUSION

We have performed procedures to sufficiently achieve the audit objectives for the examination of the legal
compliance requirements for the unemployment compensation fund, and the results are adequately presented in
the accompanying working papers.

Section 71-5-359 YES NO N/A

REMARKS
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As Revised 07/14
SCHOOL DISTRICT

State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

Initial & W/P Ref.

LIMITATIONS ON AD VALOREM TAXES

Section 37-57-1.

Section 37-57-104.
Section 37-57-105.
Section 37-57-107.
Section 37-57-108.

Obtain the district's request to the levying authority for ad valorem
taxes for operations under Sections 37-57-105 & 37-57-1:

1. Review the district's documentation for establishing the base amount.
Determine that it is properly calculated (see Section 2 of the form)
for any one of the immediate preceding three fiscal years. A fiscal
year for the base calculation is defined as an October 1 through
September 30 year cash basis. (Section 37-57-107)

2. Review the percentage increase to the base amount to determine:

a. That the increase to the base amount is limited to 4%.
(Section 37-57-105) or

b. That a public notice was advertised in the local paper and that
statutory provisions were followed regarding an increase to the
base amount of an amount greater than 4% but not more than 7%.
(Section 37-57-105) or

c. That an election was held for an increase in the base amount of an amount
greater than 7%. (Section 37-57-107)

3. Determine that other increases to the base are only for:

a. New programs mandated by the Legislature.

b. New property (i.e., newly constructed properties, existing
properties added to the tax rolls, and previously exempted property).
(Section 37-57-107)

4, Determine that all of the ad valorem tax reduction funds were used
to reduce the request for ad valorem taxes for operations.
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As Revised 07/14

SCHOOL DISTRICT
State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

Initial & W/P Ref.

LIMITATIONS ON AD VALOREM TAXES — Cont'd

Determine that the total receipts during the district's fiscal year

(July 1, 2013 through June 30, 2014) do not exceed the allowable amount as
calculated in Section 2 of the form or that the excess received above

the allowable amount has been placed in escrow. (Section 37-57-107)

Determine whether the school district met its uniform minimum ad valorem

tax levy as defined by Section 37-151-7(2)(a) by levying the lesser of its

28 mills or the millage rate required to generate 27% of the basic adequate education
program cost, whichever is less, (as certified by MDE) as reduced for the ad valorem
tax reduction funds as explained in the note at item A(4) above. [Section 37-57-
105(1)]

If the school district issued shortfall notes for the fiscal year
ended 6-30-2014, determine that the issuance of the promissory notes
is within statutory guidelines. (Sections 37-57-108 and 27-39-333)

Determine whether the school district was subject to the "Notice of
Tax Increase" requirements and, if so, determine that the notice
requirements were met. (Section 27-39-207)

Note: Unless the increased revenue in a budget is derived solely from the
expansion of a school district’s ad valorem tax base, a school district shall
not budget an increase in an ad valorem tax effort in dollars for support of
the school district unless its first advertises its intention to do so at the
same time that it advertises its intention to fix its budget for the next fiscal
year.

The Office of the State Auditor requires the public school district’s of the State of
Mississippi to follow the wording exactly as prescribed by Section 27-39-207, Miss.
Code Ann. (1972).

Section 37-57-107, Miss. Code Ann. (1972) states the following:

“Except as otherwise provided for excess revenues generated pursuant to an election,
if revenues collected as the result of the taxes levied for the fiscal year pursuant to
this section and Section 37-57-1 exceed the increase limitation, then it shall be the
mandatory duty of the school board of the school district to deposit such excess
receipts over and above the increase limitation into a special account and credit it to
the fund for which the levy was made. It will be the further duty of such board to
hold said funds and invest the same as authorized by law. Such excess funds shall be
calculated in the budgets for the school districts for the purpose for which such levies
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were made, for the succeeding fiscal year. Taxes imposed for the succeeding year
shall be reduced by the amount of excess funds available. Under no circumstances
shall such excess funds be expended during the fiscal year in which such excess
funds are collected.”

LIMITATIONS ON AD VALOREM TAXES — Cont'd

If revenues collected as a result of the above code section for operations exceed the
increase limitation, the auditor should propose adjustments and reflect the
transactions in the audited financial statements of the school district.

The law is very specific about the wording of the notice.

F. Determine if the limitations set forth in Section 37-57-104 apply to operating mills.
Limited to 55 mills except as noted below:

If the school district was levying over 55 mills as of July 1, 1997, they were not
required to reduce to 55 mills. Also, they could increase up to 3 mills in the
aggregate during the period beginning July 1, 1997, and ending June 30,

2003. School districts did not qualify for the 3 mill increase if they were
levying 55 mills or less as of July 1, 1997.

Any additional amount that is levied pursuant to Section 37-57-105(1) to
anticipated delinquencies and costs of collection shall be excluded from the 55
mill limitation.

G. Prepare compliance overview working paper.

CONCLUSION

We have performed procedures to sufficiently achieve the audit objectives for the examination of the legal

compliance requirements for limitations on ad valorem taxes, and the results are adequately presented in the

accompanying working papers.

Section 37-57-1 - Tax levy and collection YES
Section 37-57-104(105) - Tax Request - Preparation YES
Section 37-57-107 - Limitation (Escrow Calculation) YES
Section 37-57-108( 27-39-333) - Shortfall Calculation YES

NO
NO
NO
NO

N/A
N/A
N/A
N/A

R 24



SCHOOL DISTRICT
State Legal Compliance Audit Program
For the Fiscal Year Ending June 30, 2014

REMARKS

As Revised 07/14

Ad Valorem Tax Escrow/Shortfall Calculation Form
For the Fiscal Year Ending June 30, 2014

Shortfall Borrowing - Operations

Total local source revenues budgeted as sent to